Paper / Subject Code: 83008 / Business M anagement Paper - 1V

Time 3 Hours Total Marks: 100

Note: - 1) Check whether you have received the correct question paper.

2) All questions are compulsory with internal options.
3) Q.1 & Q.6 carry 20 marks and Q.2 to Q.5 carry 15 marks each

4) Working notes form a part of the answer and have to be solved immediately after
question and not on the last page of the answer sheet.

Q1 A) State whether the following statements are true or false (Any 10) (10)

1)
2)
3)
4)
5)
6)
7)
8)
9)

Capital Budgeting is done to evaluate long term investment decisions.
Permanent working capital is the maximum capital that must be maintained.
Credit sales result in accounts receivables.

The objective of cash management is to maintain optimal cash balance.

Cost of production includes prime cost plus selling overheads.

Marginal costing is a technique of decision making.

The project with longer payback period should be selected.

Longer the production cycle larger will be the requirement of working capital.
ABC analysis is a technique of controlling debtors.

10) Bill discounting means selling goods to customers at a discount.
11) Sale of scrap of material is deducted from factory overheads.
12) Variable cost per unit changes with the change in output.

B) Match the column. (Any 10) (10)
Column A Column B
1) Capital expenditure decisions a) Proportion between cash inflow &
cash outflow
2) Seasonal working capital b) ndirect costl
3) Letter of Credit ¢) No profit No loss
4) Prime cost d) Non cost item
5) Drawing office salaries e) Expansion
6) P/V Ratio f) To meet seasonal requirements
7) PI g) Issued by bank
8) Expenses on training h) Direct cost
9) Margin of safety 1) Factory overheads
10) Interest on loan j) Contribution/Sales x 100
11) Overheads are k) Cash outflow
12) Break-even point 1) Actual sales- BEP Sales
Q 2 Calculate:- 1s)

a) Pay-back period
b) Pay-back profitability
c) Average rate of return from the following information
Cost of project: Rs 50,000
Life: 5 years
Tax Rate: 55 %
Depreciation to be charged by SLM
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YEAR Earnings before Depreciation & Tax
1 10,000
2 11,000
3 14,000
4 15,000
5 25,000
OR
Q 2 D Ltd. is considering investing in a project requiring a capital outlay of Rs 2,00,000.
Forecast for annual income after depreciation but before tax is as follows. as)
Year 1 2 3 4 5
Rs 1,00,000 1,00000 80,000 80,000 40,000

Depreciation may be taken at 20 % on original cost and tax rate at 50 % of net income.

You are required to calculate:

1) Pay-back period

2) Return of return on original investment

3) Net Present Value Method
Discount factor at 10 %

Year

1 0.909
2 0.826
3 0.751
4 0.683
5 0.621

Q 3 Nova Ltd. Requests you to prepare a statement showing the requirements of working
capital for a forecast level of activity of 52,000 units in the ensuing year of 52 weeks from the
following information.

Particulars
Raw Material
Direct Labour
Manufacturing Overheads

Selling and Distribution overheads

Additional information:

1) Selling price
2) Raw Material in stock
3) Work-in Progress

46426

s)
Cost Per Unit
400
150
200
100

Rs 1,000 per unit
Average 4 weeks
Average 4 weeks
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4) Finished goods in stock

5) Credit allowed to Debtors

6) Credit allowed by suppliers

7) Cash & Bank is expected to be Rs. 50,000
8) All sales are on credit basis.

9) All the activities are spread out during the year.
10) Debtors are to be valued at sales.

Average 4 weeks
Average 8 weeks
Average 4 weeks

OR
Q 3 You are required to prepare a statement showing working capital requirement to finance a
level of activity of 18,000 units per year from the following information. (15)
Particulars Per Unit

Raw Material Rs 12

Direct Labour Rs 3

Overheads Rs 9

Total Cost Rs 24

Profit Rs 6

Selling Price Rs 30

a) Raw materials are in stock on an average for 2 months.

b) Materials are in process on an average for half a month.

c) Finished goods are in stock on an average for 2 months.

d) Credit allowed by creditors is 2 months of raw materials supplied.
e) Credit allowed to debtors is 3 months.

f) Lagin payment of wages is half month.

g) Cash on hand and at bank is expected to be Rs 7,000.

You are informed that all activities are evenly spread out during the year.

Q4 Asmi Ltd. Has an annual sale of Rs. 50,00,000. It is currently extending 30 days’ credit
to the dealers. It is felt that sales can pick up considerably if the dealers are willing to carry

increased stocks, but the dealers have difficulty in financing their inventory. The company is,
therefore considering shift in credit policy. The following information is available: (15)

The average collection period is now 30 days.
Variable costs are 80% on sales.
Fixed costs Rs 6,00,000 per annum.

Required (pre-tax) return on investment is 20 % p.a.

Credit Policy Average collection period | Annual Sales Rs
in days
A 45 56,00,000
B 60 60,00,000
C 75 62,00,000
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Determine which policy the company should adopt, assuming that 1 year=360 days and
debtors are valued at Total cost.

OR

Q 4 Prepare a cash budget of Kiran Ltd. For 3 months commencing from April with the help

of following information.: 15)
Month Sales Purchases Wages
March 8,00,000 2,50,000 Nil
April 3,00,000 3,20,000 80,000
May 4,00,000 3,20,000 80,000
June 4,00,000 4,80,000 1,00,000
July 12,00,000 4,00,000 1,00,000

a) Cash sales are 25% of total sales.

b) 60% of credit sales are collected in the same month and balance 40% in the following

month.

c) Payment for purchases is made 40% in the same month and balance 60% in the

following month.

d) Interest @6% on debentures of Rs 2,00,000 is paid in the month of June.

e) Rent of Rs 4,000 per month should be paid.

f) Dividend received in the month of May Rs 22,000.

g) Cash balance as on 31% March is Rs 2,00,000

Q 5 The following figures are extracted from the books of X Ltd. For the month of March

2023. Prepare a detailed cost statement, showing cost per unit as well as profit/loss. as)
Particulars Rs

Administration expenses 5,000
Direct Materials 2,40,000
Direct Labour 5,000
Depreciation of Factory Building 1,500
Branch office expenses 4,000
Depreciation of Office Building 800
Depreciation on Delivery Van 1,200
Insurance of Delivery Van 150
Insurance of Office Building 120
Insurance of Factory Building 150
Maintenance of Delivery van 1,000
Salaries (including sales manager 2,500 ) 30,000
Warehouse expenses 2,000
Electricity charges (including office electricity 400) 4,000
Advertisement 2,000
Factory expenses 34,000
Sales promotion expenses 500
Exhibition charges 1,000
Sales 4,20,000

Company has produced and sold 10,000 units

OR
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Q5 From the following information relating to Super Ltd. You are required to find out: (15)

a) Contribution
b) Break Even Point in units
¢) Margin of Safety
d) Profit
Fixed cost Rs 4,500
Variable cost Rs 7,500
Sales Rs 15,000
Units sold 5,000
Also find out the amount of sales to earn profit of Rs 6,000

Q 6 1) What is Working Capital? Explain the factors determining working capital

requirements. (10)
2) What is Capital Budgeting? Why are Capital Budgeting decisions considered
important? (10)
OR
Q 6 Write Short notes. (Any 4) (20)

a) Net Present Value Method

b) Aspects of Receivables Management
¢) Money Market Instruments

d) Fixed cost

e) Break-even Point

f) Sources of working capital
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